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Corporate Profile 


Sextant Enterprise Corp, through its wholly-owned subsidiary Pure Technologies 
Inc., is the developer and manufacturer of SoundPrint®, a unique structural monitoring 
technology with wide-ranging applications for high-nse buildings, bridges, nuclear power 
plants, pipelines and civil engineering structures throughout the world. 


The Company's headquarters are in Calgary. Its common shares trade on the 
Alberta Stock Exchange under the symbol SXE. Pure Technologies U.S. Inc. is a 
wholly-owned subsidiary of Pure Technologies Inc. and is incorporated in Delaware and 
registered in a number of States. 
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PRESIDENT’S REPORT TO SHAREHOLDERS 


I am pleased to report that Sextant’s first year of operation proved to be a productive and 
exciting one. Effective December 31, 1996, Sextant acquired all of the shares of Pure Technologies 
Inc. (PTT). PT] is the developer and owner of the SoundPnnt® Acoustic Monitoring technology, 
which provides continuous monitoring of post-tensioned and prestressed buildings, structures and 
pipelines. This constituted Sextant’s Major Transaction, as defined by the Alberta Securities 
Commission. 


Sextant’s goal is to redirect the operation of Pure to take commercial advantage of its years 
of research in acoustic monitoring. Encouraged by the response of owners and engineers, and by 
the successful operation of several existing installations, Sextant has focused on accelerating the 
development of new products and on aggressively marketing its existing technology in North 
America and overseas. 


Our base technology has demonstrated our ability to effectively monitor and report the 
failures that occur in post-tensioning strands in buildings and parking structures. Several 
independent verifications of the efficacy of the technology have resulted in the recognition of 
SoundPrint® as the pre-eminent non-destructive method of monitoring these structures. 


Apart from its orginal application in buildings and parking structures, SoundPrint® has 
proved to be effective in monitoring grouted post-tensioned structures, such as bridges, towers and 
offshore structures, as well as prestressed concrete pipelines. The technology is also applicable to 
cable-stayed and suspension bridges. This diversified range of applications, over a wide 
geographical marketplace, will provide Pure with the opportunity to generate sustained growth for 
the foreseeable future. We expect that the high value-added nature of the technology, combined 
with the absence of any direct competition in most of our markets will allow us to attain increasing 
profitability, even in our first full year of operation. The sustained revenues derived from technical 


support and monitoring fees will continue to accumulate as our installed base increases. 


Our creation of new intellectual property continued with patent work in several key countries, 
and with the continued evolution of software and hardware products. Our expectation of patent 
protection in many countries should continue to offer significant advantages to us as we develop 
markets inside and outside of Canada. We intend to continued to be aggressive in filing patents on 
new concepts as they are developed. 


Some of the highlights of this past year included: © 


. Completion of a private placement of 500,000 shares at $1.00 per share on December 31, 
1996. 

. Technical verification of SoundPrint® by the National Research Council of Canada on 
behalf of Canada Mortgage and Housing Corporation. 

° Agreement to install SoundPnnt® in a twenty-six storey high-rise building in Western 


Canada, bringing our installed base to over a million square feet. 
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° Signing of a co-operative research agreement with the U.S. Bureau of Reclamation. 
° Purchase of the business of Pipeline Acoustic Systems, Inc. of Phoenix. 


Outlook for 1997 


The focus will be to expand our marketing efforts while generating sales from new and 
existing prospects to ensure a positive profit picture. Sales in the first quarter will reach $500,000, 
including the sale of a pipeline monitoring system to a large U.S. utility. A number of other large 
projects, which we have been developing over the past two years, are also expected to be realized. 


By the end of June, we will have sales representatives in place in Ottawa, Vancouver and 
Cincinnati, Ohio. Each of these will have specialized expertise in one or more of our core business 
sectors. Doug Buchanan, President of Pipeline Acoustic Systems, Inc. will be Operations Manager 
for our Pipeline Division, based in Phoenix. A major print advertising campaign will be initiated 
in industry publications and a Technical Symposium, featuring prominent engineers from Canada, 
the United States and Great Britain, will be sponsored by Pure in June, 1997. The combined effect 
of these measures will be to increase awareness of our technology and to generate sales leads which 
will be realized in following years. 


The future for our Company is very promising. New markets for our technology continue 
to develop, and our products offer the best solution available to our customers. The operations, 
marketing and management teams we are assembling are capable and effective. Our growth is not 
constrained by competition or by our technology, but only by our ability to create awareness of the 
alternatives we offer. 


A discussion of our results of operations follows. 
Respectfully submitted, 


Peter O. Paulson 


President and Chief Executive Officer 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
RESULTS OF OPERATIONS 


General 


On December 17, 1996, the shareholders of the Company approved the acquisition of all of 
the outstanding shares of Pure Technologies Inc. As consideration for the purchase, the Company 
issued 4,318,700 common shares from Treasury, representing 56.2% of the outstanding common 
shares of the Company. The effective date of the transaction was December 31, 1996. The 
transaction has been recorded as an acquisition of the Company by Pure, using accounting rules 
prescribed for reverse takeovers. These rules stipulate that the consolidated financial statements are 
considered a continuation of the financial statements of Pure, and Pure’s assets and liabilities are 
included in the consolidated financial statements at their historical carrying values. 


Pure had been the developer and manufacturer of SoundPrint®, a unique structural 
monitoring technology which had been under development for four years. 


Discussion of Results of Operations 


In the 1996 period, Sextant completed two building installations for gross revenues of 
$179,400. Monitoring fee revenue for completed installations amounted to $3,877, and leasing 
revenue from a 1994 installation amounted to $18,298. In the 1995 period, one building installation 
and two test building installations were completed for gross revenues of $108,976. Lease revenue 
from the 1994 installation was $15,684, and a further $19,180 was received as a lump sum lease 
payment for a building installation. 


Cost of sales increased to $77,671 during the 1996 period compared to $22,010 for the 1995 
period, due to the increase in installations and some continued costs for previously completed 
projects. 


Interest income of $1,898 was earned in the 1996 period on funds from the issue of common 
shares which were invested in interest bearing securities until needed for expenditures. 


Research and development was $148,518 for the 1996 period, and $195,864 for the 1995 
period. The reduction was due to the completion of the research on the SoundPrint® system started 
in 1993 and the initiation of new research projects as offshoots of SoundPnnt®, but without the high 
Start-up costs. 


General and administrative expenses increased from $54,610 to $202,125. In the 1995 
period, the shareholders of Pure carried the bulk of these costs during the research phase. During 
1996, as the Company moved into operations and marketing as well as research, these expenses 
became the responsibility of the Company. Such expenses were office rent, insurance, telephone, 
travel, supplies, accounting and secretarial services, and postage and delivery. 
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There was no depreciation taken in the 1995 period, as the capital assets were acquired late 
in the period. In the 1996 period, depreciation of $15,067 was taken on these assets, as well as on 
new assets acquired in the period. 


Marketing and promotion activities totalling $45,728 were undertaken in the 1996 period, 
including a video project, a trade show, a brochure, and a symposium. There was limited marketing 
effort in the 1995 period as research was being carried on. 


In the 1995 period, there were no personnel costs as all work was sub-contracted to third 
parties. Administrative expenses were borne by the shareholders of Pure. During 1996, personnel 
were added in the areas of operations, research and development, sales and marketing, and finance 
and administration. This gave nse to costs of $148,988. 


The loss for the 1996 period was $434,624 (S0.10 per share) compared to a loss of $128,451 
($0.03 per share) for the 1995 period. The increase in the loss represents a movement away from 
straight research to a fully operational company which added significant costs in the general and 
administrative area, marketing and promotional area, and personnel. The majority of these costs 
were added in the last third of 1996, with no concurrent revenues. 
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TRANSFER AGENT 


Montreal Trust 

600, 530 - 8 Avenue S.W. 
Calgary, Alberta 
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STOCK EXCHANGE LISTING 


The Alberta Stock Exchange 
Symbol (SXE) 


NOTICE OF ANNUAL MEETING 


The annual meeting of shareholders will 
be held at: 


Bennett Jones Verchere 

4500, 855 - 2 Street S.W. 

Calgary, Alberta 

Canada T2P 4K7 

Wednesday, June 25, 1997 at 10:00 AM 
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KPMG 


Consolidated Financial Statements of 


SEXTANT ENTERPRISE CORP. 


| Period ended December 31, 1996 


KPMG 1200 205 - 5th Avenue SW Telephone (403) 691-8000 
Chartered Accountants Calgary Alberta T2P 489 Telefax (403) 691-8008 
http://www.kpmg.ca 


AUDITORS' REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Sextant Enterprise Corp. as at 
December 31, 1996 and November 1, 1995 and the consolidated statements of loss and deficit 
and changes in cash position for the fourteen month period ended December 31, 1996 and the 
year ended November 1, 1995. These financial statements are the responsibility of the 
corporation's management. Our responsibility is to express an opinion on these financial 
' statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the corporation as at December 31, 1996 and November 1, 1995 and the 
results of its operations and the changes in its financial position for the fourteen month penod 
ended December 31, 1996 and the year ended November 1, 1995 in accordance with generally 
accepted accounting principles. 


Kkeme 


Chartered Accountants 


Calgary, Canada 
April 11, 1997 
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SEXTANT ENTERPRISE CORP. 


Consolidated Balance Sheets 


December 31, November 1, 
1996 1995 
Assets 
Current assets: 
Cash SP 2) tl $ 12,801 
Accounts receivable 222,022 151,564 
Investment tax credits receivable - 28,016 
Inventory oyu ev - 
Prepaid expenses 26,765 - 
822,936 192,881 
Capital assets (note 3) 63,218 61,296 
$ 886,154 DE 2047 7 
Liabilities and Shareholders’ Equity (Deficiency) 
Current liabilities 
Accounts payable $ 126,766 $ 104,285 
Due to shareholders (note 6) - 384,568 
Deferred revenue 1250 ~ 
128,016 488,853 
Shareholders’ equity (deficiency): 
Share capital (note 4) 1,427,638 200 
Deficit (669,500) (234,876) 
758,138 (234,676) 
Going concern assumption (note 1(a)) 
Commitments (note 7) 
$ 886,154 S254 7 


See accompanying notes to consolidated financial statements. 


e Board: 
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Director 


Director 
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SEXTANT ENTERPRISE CORP. 


Consolidated Statements of Loss and Deficit 


Fourteen months 


ended Year ended 
December 31, November 1, 
1996 1995 
Revenue So Z0t 575 $ 144,033 
Cost of sales 713601 22010 
123,904 122,023 
Interest income 1,898 - 
Operating expenses: 
Research and development 148,518 195,864 
General and administrative 202,125 54,610 
Depreciation 15,067 _ 
Marketing and promotion 45,728 ~ 
Salaries and wages 148 988 ~ 
560,426 250,474 
Net income (loss) (434,624) (128,451) 
Deficit, beginning of period (234,876) (106,425) 
Deficit, end of period S (669,500) $ (234,876) 
Basic loss per share $ (0.10) $ (0.03) 
4,318,700 4,318,700 


Weighted average number of shares 


See accompanying notes to consolidated financial statements. 
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SEXTANT ENTERPRISE CORP. 


Consolidated Statements of Changes in Cash Position 


Cash was generated from (used in): 


Operations: 
Net income (loss) 
Depreciation 
Changes in non-cash working capital 


Financing: 
Issuance of capital stock on acquisition of 
Sextant Enterprise Corp. 
Advances from shareholders 


Investments: 

Purchase of capital assets 
Increase in cash 
Cash, beginning of period 


Cash, end of period 


See accompanying notes to consolidated financial statements. 


Fourteen months 
ended 
December 31, 
1996 


$ (434,624) 
15,067 
(97,608) 
(517,165) 


1,427,438 
(384,568) 
1,042,870 
(16,989) 
508,716 
12,801 


Shy OZ 1047 


Year ended 
November 1, 
1995 


$ (128,451) 


(35,803) 
(164,254) 


233.436 

233,136 

(61,296) 
7,586 
b215 


S 12,801 


orig 
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SEXTANT ENTERPRISE CORP. 


Notes to Consolidated Financial Statements 


December 31, 1996 and November 1, 1995 


General: 


Sextant Enterprise Corp. (“the Corporation”) is incorporated in the Province of Alberta and its 
primary activities are the development and sales or leasing of non-destructive evaluation and 
monitoring technology for posi-tensioned and pre-stressed structures. 


1. Significant accounting policies: 
(a) Going concern assumption: 


The financial statements are prepared on a going concern basis which assumes that the 
Corporation will continue to operate and realize its assets in the normal course. 


At December 31, 1996 the Corporation has incurred operating losses and has a deficit. The 
Corporation may require continued support from its shareholders to market its technology and 
achieve profitable operations. 


(b 


atl 


Capital assets: 


Capital assets are stated at cost. Depreciation is provided by the straight-line method over 
five years. 


(c) Research and development costs: 


Research costs are expensed as incurred. Development costs related to specific products or 
processes that are proven to be technically and economically feasible are capitalized and 
amortized over the useful life of the product or process. 


. 2. Business combination: 


On December 17, 1996, the shareholders of the Corporation approved an acquisition agreement 
dated August 29, 1996, whereby on December 31, 1996, the Corporation acquired all of the 
outstanding shares of Pure Technologies Inc. ("Pure"), a private company. Under the terms of the 
transaction, the shareholder of Pure received 21.59 common shares of the Corporation for each 
share of Pure tendered (4,318,700 shares in total) representing 56.20%of the outstanding 
common shares of the Corporation. Accordingly, the transaction has been recorded as an 
acquisition of the Corporation by Pure using accounting rules prescribed for reverse takeovers 
which include the following: 
(a) The consolidated financial statements of the combined entities are issued under the name of 
the legal parent, Sextant Enterprise Corp., but are considered a continuation of the financial 
statements of the legal subsidiary Pure; 


(b) As Pure is deemed to be the acquirer for accounting purposes, its assets and liabilities are 
included in the consolidated financial statements at their historical carrying values. 
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SEXTANT ENTERPRISE CORP. 


Notes to Consolidated Financial Statements, page 2 


December 31, 1996 and November 1, 1995 


2. Business combination (continued): 


(c) The comparative financial statements for the year ended November 1, 1995, and as of 


November 1, 1995, are those of Pure. 


(d) For purposes of this transaction, the consideration ascribed to the 3,365,300 common shares 
of the Corporation outstanding when the agreement is signed was $1,427,438 and is allocated 


at fair value as follows: 


Current assets 
Other assets 
Current liabilities 


3,365,300 common shares 


3. Capital assets: 


Cost 
Accumulated depreciation 


4. Share capital: 
(a) Authorized: 
Unlimited number of voting common shares. 


(b) Issued: 


Shares of Pure 
November 1, 1994 and 1995 


Shares of the Corporation issued to 
Pure shareholder 


Shares of the Corporation outstanding on 
acquisition (note 2) 


Balance, December 31, 1996 


December 31, 
1996 


S$ 78,285 
15,067 


> 63,218 


Shares 


200,000 


4,318,700 


3,365,300 
7,684,000 


S$ 670,240 
810,040 
(52,842) 

S 1,427,438 

November 1, 

1995, 

$ 61,296 

S 61,296 
Amount 

S 200 

S 200 

1,427,428 

S$ 1,427,638 
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SEXTANT ENTERPRISE CORP. 


Notes to Consolidated Financial Statements, page 3 


December 31, 1996 and November 1, 1995 
—  —k<<<— eesti 


4. Capital stock: 
(Cc) Stock options and warrants: 


The Corporation has authorized 816,000 common shares for issuance under stock options, 
with exercise prices ranging from $0.30 to $1.50 on or prior to December 31, 2001. 


The Corporation has authorized 250,000 common shares for issuance under warrants, with 
an exercise price of $1.25 on or prior to December 31, 1997. 
(d) Escrowed common shares: 


The Corporation has 900,000 common shares in escrow to be released one-third thereof on 
each of the first, second and third anniversaries of December 17, 1996 upon approval of 
securities regulators. The Corporation has a further 3,418,700 common shares in escrow to 
be released one share for each $.80 of cash flow generated as defined in the Performance 
Escrow Agreement of December 31, 1996. In addition, 831,300 shares are restricted from 
trading until December 31, 1997. 


5. Income taxes: 


At March 31, 1997 the Corporation has non-capital losses for income tax purposes of $550,000 
available to reduce income taxes of future years, which do not expire before the year 2000. 


6. Related party transactions: 
The amounts due to shareholders were unsecured, without interest, and due on demand. 


An administrative charge of $16,266 was paid to a shareholder for the period ended 
December 31, 1996 (1995 - $31,532) for general and administrative functions provided by that 
shareholder. 


During the period, the Corporation was charged $20,000 (1995 - nil) by a shareholder for rent of 
Office premises. 


At December 31, 1996 accounts receivable includes $10,000 due from the majority shareholder. 


7. Commitments: 


The Corporation is committed to payments under operating leases for office premises through 
2002 in the amount of approximately $206,878. Annual payments are: 
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1997 S 44,738 
HEE 36,984 
1999 38,324 
2000 oy, 932 
2001 40,200 


Subsequent to 2001 6,700 
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Consolidated Financial Statements of 


SEXTANT ENTERPRISE CORP. 


Period ended March 31, 1997 


SEXTANT ENTERPRISE CORP. 


Consolidated Balance Sheets 


March 31 March 31 
1997 1996 
Assets 
Current assets: 
Cash $ 412,720 SP 3395 
Accounts receivable 423,791 133,546 
Inventory 35,343 11,366 
Prepaid expenses 40,445 - 
912,299 218,306 
Capital assets 98,843 47,237 
$ 1,011,142 $ 265,543 
Liabilities and Shareholders’ Equity (Deficiency) 
Current liabilities: 
Accounts payable yee BEERS els S 1SI556 
Due to shareholders - 609,412 
Deferred revenue ES 28.600 
201,167 651,568 
Shareholder’s equity (deficiency): 
Share capital 1,458,251 200 
Deficit (648.276) (386.185) 
809,975 (385,985) 
$ 1,011,142 See 05.083 


On behalf of the Board: 


Director 


Director 
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SEXTANT ENTERPRISE CORP. 


Consolidated Statements of Loss and Deficit 


Three Months Ended 
March 31 

1997 1996 

Revenue $ 459,289 $ 3,921 

Less cost of sales 181.090 2A35 

278,199 1,186 

Interest income 8220 1,708 
Operating expenses: 

Research and development 40,957 39,300 

General and administrative 56,284 38,609 

Depreciation 3,560 259] 

Marketing and promotion 47,043 26,416 

Salaries and wages 1122351 9.601 

260,195 1d O2548, 

Net income (loss) 21,224 (113.623) 

Deficit, beginning of period (669.500) (2722362) 


Deficit, end of period $ (648,276) $ (386,185) 
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SEXTANT ENTERPRISE CORP. 


Consolidated Statements of Changes in Cash Position 


Three Months Ended 
March 31 
1997 1996 
Cash was generated 
From (used in): 
Operations: 
Net income (loss) Sa wen 224 t(1.13-623) 
Depreciation 3,560 2,591 
Changes in non-cash working capital (125,009) 64.459 
(100,225) (46,573) 
Financing: 
Issuance of capital stock 30,613 - 
Advances from shareholders - 97.550 
30,613 97,550 
Investments: 
Purchase of capital assets (39,185) (1,159) 
Capital assets used in operations - 7,978 
(39,185) 6,819 
Increase (decrease) in cash (108,797) 75790 
Cash, beginning of period Aye toll 15,598 


Cash, end of period $412,720 $ 73,394 
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NOTICE OF 
ANNUAL GENERAL MEETING 
OF SHAREHOLDERS 
and 
INFORMATION CIRCULAR 
of 
SEXTANT ENTERPRISE CORP. 


MAY 22, 1997 
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NOTICE OF 
ANNUAL GENERAL MEETING OF SHAREHOLDERS 


OF 
SEXTANT ENTERPRISE CORP. 
Calgary, Alberta 


For the Annual General Meeting of shareholders 
to be held on June 25, 1997 


TO THE SHAREHOLDERS: 


NOTICE IS HEREBY GIVEN that the annual general meeting ("Meeting") of the holders of common shares 
("Common Shares") of Sextant Enterprise Corp. ("Corporation") will be held at 4500, 855 - 2nd Street S.W., Calgary, 
Alberta on June 25, 1997 at 10:00 a.m. (Calgary time) for the following purposes: 


(a) to receive and consider the financial statements and auditors’ report thereon for the fiscal year ending 
December 31, 1996; 


(b) to fix the number of directors at four (4); 
(c) to elect directors of the Corporation for the ensuing year; 
(d) to appoint auditors of the Corporation for the ensuing vear and to authorize the directors of the Corporation 


to fix their remuneration; and 
(e) to transact such other business as may be properly brought before the Meeting or any adjournment thereof. 


Shareholders who are unable to attend the Meeting in person are requested to date, sign and return the 
accompanying instrument of proxy ("Instrument of Proxy") or other appropriate form of proxy in accordance with the 
instructions set forth in the accompanying Information Circular. An Instrument of Proxy will not be valid unless it is 
deposited at the offices of Montreal Trust Company of Canada, Corporate Services Division, 6th Floor, Western Gas 
Tower, 530 - 8th Avenue S.W., Calgary, Alberta, T2P 3S8, not less than forty-eight (48) hours (excluding, Saturdays, 
Sundays and holidays) before the time of the Meeting, or of any adjournment thereof, or unless it is delivered to the 
Chairman of the Meeting prior to the commencement of the Meeting, or to any adjournment thereof. A person 
appointed as proxy need not be a shareholder of the Corporation. 


Only holders of Common Shares of record as of the close of business on May 21, 1997 are entitled to receive 
notice of the Meeting. 


DATED at Calgary, Alberta, this 22nd day of May, 1997. 


BY ORDE QF DIRECTORS 


President 


Attached hereto: 
Information Circular 


Enclosed herewith: 
Instrument of Proxy 
Return Envelope 
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INFORMATION CIRCULAR 


Annual General Meeting of Shareholders 
to be held on June 25, 1997 


SEXTANT ENTERPRISE CORP. 


SOLICITATION OF PROXIES 


This information circular ("Information Circular") is furnished in connection with the solicitation by 
management of Sextant Enterprise Corp. ("Corporation") of proxies to be used at the annual general meeting 
("Meeting") of the Shareholders of the Corporation to be held at the time and place and for the purposes set forth 
in the accompanying notice of annual general meeting (''Notice of Meeting") and in this Information Circular. 
Solicitation of proxies will be primarily by mail, but may also be by telephone or oral communication bv the directors, 
officers and regular employees of the Corporation at no additional compensation. The cost of the solicitation of proxies 
will be bore by the Corporation 


Appointment and Revocation of Proxy 


An instrument appointing a proxy shall be in writing and shall be executed by the Shareholder or his attorney 
authorized in writing or, if the Shareholder is a corporation, by an officer or attorney thereof duly authorized. 


The persons named in the instrument of proxy ("Instrument of Proxy”) accompanying this Information Circular 
are officers and directors of the Corporation. A Shareholder submitting an Instrument of Proxy shall have the right 
to appoint a person to represent the Shareholder at the Meeting other than the person or persons designated in 
the Instrument of Proxy furnished by the Corporation. To exercise this right, the Shareholder must either insert 
the name of the desired representative in the blank space provided in the Instrument of Proxy or submit another 
proxy. An Instrument of Proxy will not be valid unless it is deposited at the offices of The Montreal Trust Company 
of Canada ("Montreal Trust"), Corporate Services Division, 6th Floor, Western Gas Tower, 530 - 8th Avenue S.W., 
Calgary, Alberta, T2P 3S8, not less than forty-eight (48) hours (excluding Saturdays, Sundays and holidays) before the 
time of the Meeting, or any adjournment thereof, or unless it is delivered to the chairman of the Meeting prior to the 
commencement of the Meeting, or any adjournment thereof. 


A person giving a proxy has the power to revoke it. In addition to revocation in any other manner permitted 
by law, an Instrument of Proxy may be revoked by instrument in writing executed by the Shareholder or by his attorney 
authorized in writing or, if the Shareholder is a corporation, by an officer or attorney duly authorized. and delivered to 
the offices of Montreal Trust, 6th Floor. 530 - 8th Avenue S.W., Calgary, Alberta, T2P 5S8, at any time up to and 
including the last business day preceding the dav of the Meeting, or any adjournment thereof, at which such Instrument 
of Proxy is to be used, or to the chairman of the Meeting on the day of the Meeting prior to its commencement, or any 
adjournment thereof, and upon either of such deliveries the Instrument of Proxy shall be revoked. 


Exercise of Discretion by Proxies 


The persons named in the enclosed Instrument of Proxy will vote the shares in respect of which they are 
appointed in accordance with the direction of the Shareholder appointing them. IN THE ABSENCE OF SUCH 
DIRECTION. SUCH SHARES WILL BE VOTED IN FAVOUR OF THE MATTERS REFERRED TO IN THE 
ACCOMPANYING NOTICE OF MEETING. The enclosed Instrument of Proxy confers discretionary authority 
on the persons named therein with respect to amendments or variations to matters identified in the Notice of 
Meeting and with respect to other matters which may properly come before the Meeting. 


As at the date of this Information Circular, management of the Corporation knows of no amendments, 
Variations Or other matters to come before the Meeting, other than those matters referred to in the Notice of Meeting. 
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Voting of Common Shares 


As at the date hereof, there are 7,754.000 Common Shares of the Corporation issued and outstanding, each 
carrving the right to one vote per share. Only Shareholders registered on the Record Date are entitled to receive notice 
of and to vote at the Meeting unless after that date a Shareholder of record transfers his shares and the transferee. upon 
producing properly endorsed certificates evidencing such shares or otherwise establishing that he owns the snares, 
requests not later than ten (10) davs before the Meeting thaz the transferee's name be included in the list of Shareholders 
entitled to vote, in which case such transferee is entitled to vote such Common Shares at the Meeting. 


Advice to Beneficial Holders of Common Shares 


The information set forth in this section is of significant importance to many shareholders of the 
Corporation, as a substantial number of shareholders do not hold shares in their own name. Shareholders who 
do not hold their shares in their own name (referred to in this Information Circular as "Beneficial Sharenolders”) should 
note that only proxies deposited by Shareholders whose names appear on the records of the Corporation as the registered 
holders of Common Shares can be recognized and acted upon at the Meeting. If shares are listed in an account statement 
provided to a Shareholder by a broker, then, in almost all cases, those shares will not be registered in the Shareholder’s 
name on the records of the Corporation. Such shares will more likely be registered under the name of the shareholder's 
broker or an agent of that broker. In Canada, the vast majority of such shares are registered under the name of CDS & 
Co. (the registration name for The Canadian Depositary for Securities, which acts as nominee for many Canadian 
brokerage firms). Shares held by brokers or their agents or nominees can only be voted (for or against resolutions) upon 
the instructions of the Beneficial Shareholder. Without specific instructions, a broker and its agents and nominees are 
prohibited from voting shares for the broker's clients. Therefore, Beneficial Shareholders should ensure that 
instructions respecting the voting of their Common Shares are communicated to the appropriate person. 


Applicable regulatory policy requires intermediaries/brokers to seek voting instructions from Beneficial 
Shareholders in advance of shareholders’ meetings. Every intermediary/broker has its own mailing procedures and 
provides its own return instructions to clients, which should be carefully followed by Beneficial Shareholders in order 
to ensure that their shares are voted at the Meeting. Often, the form of proxy supplied to a Benericial Shareholder by 
its broker (or the agent of the broker) is identical to the form of proxy provided to registered Shareholders. However, 
its purpose is limited to instructing the registered Shareholder (the broker or agent of the broker) how to vote on behalf 
of the Beneficial Shareholder. The majority of brokers now delegate responsibility for obtaining instructions from 
clients to Independent Investor Communications Corporation ("IICC"). IICC typically applies a special sticker to the 
proxy forms, mails those forms to the Beneficial Sharehoiders and asks Beneficial Shareholders to retum the proxy 
forms to IICC. ICC then tabulates the results of all instructions received and provides appropriate instructions 
respecting the voting of shares to be represented at the Meeting. A Beneficial Shareholder receiving a proxy with 
an IICC sticker on it cannot use that proxy to vote shares directly at the Meeting - the proxy must be returned 
to IICC well in advance of the Meeting in order to have the shares voted. 


Although a Beneficial Shareholder may not be recognized directly at the Meeting for the purposes of voting 
Common Shares registered in the name of his broker (or an agent of the broker), a Beneficial Snareholder may attend 
at the Meeting as proxyholder for the registered Shareholder and vote the Common Shares in that capacity. Beneficial 
Shareholders who wish to attend the Meeting and indirectly vote their Common Shares as proxvholder for the registered 
Shareholder, should enter their own names in the blank space on the Instrument of Proxy provided to them and retum 
the same to their broker (or the broker's agent) in accordance with the instructions provided by such broker (or agent), 
well in advance of the Meeting. 


NUMBER OF DIRECTORS 


Management of the Corporation will seek shareholder approval of an ordinary resolution fixing the number 
of directors of the Corporation at four (+) for the coming year 
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ELECTION OF DIREGTORS 


The board of directors of the Corporation current!s consists of Mr. A. Murray Sinclair, Mr. James E. Paulson, 
Mr. Peter O. Paulson and Mr. John J. Fleming, who were elected at the last meeting of Shareholders of the Corporation. 
The Management of the Corporation proposes to nominate and the persons named in the accompanying 
Instrument of Proxy intend to vote in favour of the election of the persons named below as directors of the 
Corporation. Management of the Corporation does not contemplate that anv of the nominees will be unable to serve 
as a director, but if that should occur for any reason prior to the Meeting, the persons named in the enclosed form of 
proxy reserve the right to vote for another nominee in their discretion. Each nominee elected as a director will hold 
office until the next annual general meeting or until his successor is dulv elected, unless his office is earlier vacated in 
accordance with the by-laws of the Corporation. 


The following table and the notes thereto state the names of the persons proposed to be nominated for election 
as directors, all other positions and offices with the Corporation now held by them, their principal occupations or 
employments during the past five years, the periods during which they have served as directors of the Corporation and 
the approximate number of shares of the Corporation beneficially owned, directly or indirectly, by each of them at the 


date hereof; 


Office(s) with 


Name and 
Municipality of 
Residence 


James E. Paulson 
Calgary, Alberta 


Peter O. Paulson 
Calgary, Alberta 


John J. Fleming 
Calgary, Alberta 


A. Murray 
Sinclair 
British Columbia 


the 
Corporation 
Now Held 


Chairman and 
a Director 


President and 
a Director 


Director 


Director 


Principal Occupation or 
Employment for the last five 
vears 


Chairman of Sextant since 
December, 1996 and Vice 
President of  Yellowbird 
Products Limited 


President of Sextant since 
December, 1996 and 
President of  Yellowbird 
Products Limited 


Chairman, President and CEO 
of Profco Resources Ltd. 


Managing Director of Quest 


Capital Corporation since 
May, 1993. Prior thereto, an 
executive with the Noramco 
Group of Companies 


Became 
Director 


December 21, 
1996 


Decembemen: 
1996 


December 21, 
1996 


December 15, 
1995 


Common Shares 
Beneficially Owned 


10,000 


10,000‘ 


800,000 


200,000 


James E. Paulson and Peter O. Paulson control Yellowbird Products Limited and Paulson Capital Corp.. which hold an 


aggregate of 5,000.000 Common Shares. In addition, each of James E. Paulson and Peter O. Paulson have been granted an 
option to acquire an additional 173.000 Common Shares ata price of $1.00 until December 31, 2001 and 530,000 common 


shares at a price of $1.50 until December 31, 2001. 
(2) In addition. A. Murray Sinclair has been granted an option to purchase 66.000 Common Shares at a price of $0.30 per share 
until December 18. 2000. 


A. Murray Sinclair, of Vancouver, British Columbia. a director of the Corporation, is the Managing Director of Quest 
Capital Corporation, a position he has held since Mav, 1993. Prior thereto he was an executive with the Noramco Group 
of Companies. He ts also a director and or officer of the following Toronto Stock Exchange listed companies: 
American Eco Corporation, an environmental remediation company, Great Lakes Minerals Inc. a mining exploration 
company, Breakwater Resources Ltd.. a mineral exploration company and Quest Capital Corporation; the following 


Vancouver Stock Exchange listed companies: Arlington Ventures Inc., Brimstone Gold Corp., Mina Resources Ltd., 
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Ventel. Inc., Coronado Resources Inc., mineral exploration companies, and Network Telemetrics Ltd., 
telecommunications companies; the following ASE listed company: RTO Enterprises Inc., an industrial company and 
Marchwell Capital Corp. and Sextant Enterprise Corp., junior capital pool companies.; and the following Montreal 
Exchange listed companies: Ore-Zone Resources Inc., mineral exploration companies. He is also a director of Santa 
Cruz Minerals Inc. and V Fund Investments Limited. mining exploration companies which trade on the Canadian 
Dealing Network. 


Peter O. Paulson, of Calgary, Alberta, has been the President of Yellowbird since 1976 and is the President of Pure 
Technologies Inc. and the Corporation. He has developed and/or patented new technologies or products in several 
different industries. He operated a family owned formulating plant for herbicides from 1970 to 1996, during which 
time he was granted a number of patents on new projects and processes. He has designed and operated manufacturing 
facilities for plastic injection molding, tool and die making, machining and programming. He also designed 
improvements in measurement while drilling ("MWD") telemetry tools and equipment for the oil industry. Most of Mr. 
Paulson's career has been spent in family owned businesses including Vice-President, Research and Manufacturing of 
Vec-Tel Petroleum Services Ltd., President of Reaction Oilfield Products Ltd., President of Weed-Master Inc., as well 
as President of Yellowbird, which is a holding company with interests in real estate, oi] and gas and technology and 
research. Mr. Paulson's technologies have received national and international recognition from industry and research 
organizations. He received a B.Sc. (Physics) in 1969 from the University of Calgary. 


James E. Paulson of Calgary, Alberta, has been Vice-President of Yellowbird since 1976 and is the Chairman of the 
Corporation. Prior to that he was Vice-President of a large national real estate company. He is an officer and director 
of private companies with interest in real estate, oil and gas, technology and technology research, and financial 
investments. He received his B. Comm. from the University of Calgary in 1970 and an MBA from the University of 


Western Ontario in 1972. 


John J. Fleming of Calgary, Alberta is the Chairman, President and CEO of Profco Resources Ltd.. a Toronto Stock 
Exchange listed oil and gas company with interests in Nigeria, and is the Chairman and CEO of Epoch Capital 
Corporation, a Vancouver Stock Exchange listed investment company; Mr. Fleming is also a director of the following 
Toronto Stock Exchange listed companies: Poco Petroleum Ltd., oil and gas company, Newfoundland Capital 
Corporation, a diversified holding company and Canadian Helicopter Corporation, a aviation services company. He 
is also a director of Imco Recycling Corporation, a New York Stock Exchange listed recycling company and Gothic 
Energy Corporation, a NASDAQ listed oil and gas company. Mr. Fleming received his B. Comm. from the University 
of Saskatchewan in 1960 and his designation as a Chartered Accountant in 1963. After seven vears with a major 
accounting firm he was President of the Bonanza Group of Companies until 1988. From 1989 to 1991 he was Chairman 
and CEO of Voyager Petroleum Ltd. before it was merged into Poco Petroleum Ltd. and from 1992 to 1995 he was 
Chairman of Excel Energy Ltd. before it was merged into Ranchman's Resources Ltd. 


APPOINTMENT OF AUDITORS 


Unless such authority is withheld, the persons named in the accompanying proxy intend to vote for the 
appointment of KPMG, Chartered Accountants, as auditors of the Corporation to hold office until the next annual 
meeting of Shareholders. KPMG have been auditors of the Cooperation since the completion of the Major Transaction 
on December 31, 1996. Prior thereto, the auditors of the Corporation were Coopers & Lybrand, who are the successors 
to Chalmers White Chartered Accountants, who acted as auditors of the Corporation from incorporation to December 
31521996: 


OTHER BUSINESS 


Management of the Corporation has no knowledge, as at the date hereof, of any business other than that 
mentioned in the Notice of Meeting, to be presented for action by the Corporation at the Meeting. However, the 
Instrument of Proxy solicited hereunder confers upon the proxy holder the discretionary right to exercise the powers 
conferred thereunder upon any other matters and proposals that may properly come before the Meeting, or any 
adjournment or adjournments thereof. 
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INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 


Except as disclosed elsewhere in this Information Circular and attachments hereto, and as descriced below, 
none of the insiders of the Corporation or any of their associates or affiliates has or has had any material interest, direct 
or indirect, in any transaction since incorporation or in any proposed transaction that has materially affected or would 
materially affect the Corporation. 


PRINCIPAL SHAREHOLDERS 


The following table lists those persons who own of record or are known to the Corporation to own beneficially, 
directly or indirectly, more than 10% of the 7,754,000 issued and outstanding Common Shares of the Corporation as 
at the date hereof: 


Type of Number of Percentage of 
Name and Municipalitv Ownership Common Shares Shares Owned 
Yellowbird Products of record and 4,318,700 55.7% 
Limited’ beneficial 
John J. Fleming of record and 800,000 10.5% 
beneficial 
Note: (1) Yellowbird Products Limited is controlled by James E. Paulson and Peter O. Paulson. In addition, 681.300 Common Shares 


are held by Paulson Capital Corp. which is also controlled by James E. Paulson and Peter O. Paulson. 


As of the date hereof, 6,020,000 Common Shares were beneficially owned or controlled, directly or indirectly, 
by the directors and officers as a group, representing 77.6% of the issued and outstanding Common Shares of the 
Corporation. 


DIVIDEND POLICY 


No dividends have been paid on any shares of the Corporation since the date of its incorporation and it is not 
contemplated that any dividends will be paid in the immediate or foreseeable future. 


STATEMENT OF EXECUTIVE COMPENSATION 


Executive Officers 


The Corporation has four directors and three executive officers. During the most recently completed financial 
year, the Corporation and its subsidiaries paid an aggregate of $54,538 in cash compensation to its executive officers 
for services rendered during such financial year. The Corporation adopted a Stock Option Plan on December 18, 1995 
pursuant to which it may grant options to its directors, officers, employees and consultants to acquire up to 10% of the 
number of Common Shares then issued, subject to compliance with the rules of The Alberta Stock Exchange. Pursuant 
to share option agreements dated December 31, 1996 between the Corporation and its executive officers, the 
Corporation has granted such persons options to purchase, in the aggregate 485,000 Common Shares at exercise prices 
ranging from $1.00 to $1.50 per share with an expiry date of December 31, 2001. To date, none of such options have 
been exercised. No bonuses or other compensation were paid to the three executive officers during the most recently 
completed financial vear. 


Directors 


Directors of the Corporation do not receive anv cash compensation for services performed in their capacity 
as directors. Directors of the Corporation are eligible to receive stock options pursuant to the Corporation's Stock 
Option Plan. During the most recently completed financial year, no stock options were granted to or exercised by 
directors who are not executive officers of the Corporation. 
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INDEBTEDNESS OF DIRECTORS AND OFFICERS 
No director or officer is currently or has been indebted to the Corporation. 
CERTIFICATE 


The foregoing contains no untrue statement of a material fact and does not omit to state a material fact that is 
required to be stated or that is necessary to make a statement not misleading in light of the circumstances in which it 
was made. 


Dated at Calgary, Alberta, this 22 day of May, 1997. 


Peter O. Paulson Murray B. Morrison 
Chief Executive Officer Chief Financial Officer 
42 ae BEHALF OF THE BOARD OF DIRECTORS - A 
James E. Paulson John J. Fleming 
Director Director 


S: C4\452'6141\58' 0011-6. INF 


> | ie | = ' = stot 
af did vom fai w oer Ch apa Ta mares ope: on on ss siya ye ee ee ong jie - sg) bowtiepet 
i pala a ecnsncti 890 oe Gt OMG eae ts 3 7 osbaist aeve 


reese . | ; > Shaadi nae 
ive a venwit wor svriuses Taino 
<sgO felsagtiT tet 


an endroastta 40 CARE AAT IO Ti NiTaAMO ) ~ ‘<4 
tae shee | 


es z , : “5 novia Zz zone 
ce eh: L dot vonend 


eae 


